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China joined the World Trade Organization (WTO) in 2001, and became an 
important member of the world economy. Exchange rate plays a linking role in the 
world's trade between different countries. As trade between countries of the world 
continue to grow, exchange rate becomes increasingly important. In July 21, 2005, 
China started the RMB exchange rate reform. That is to take the market supply and 
demand as the foundation, refers to a basket currency to carry on the adjustment, has 
the management floating exchange rate system. Exchange rate fluctuations will affect 
the formulation and adjustment of a country's currency exchange rate, international 
reserve asset management, banking international business, international trade, 
international investment and so on. Therefore, studying on the exchange rate, and 
improving forecasting accuracy and stability is of great significance. 
This paper reviews the relevant factors affecting the exchange rate, including the 
long-term factors, and short-term factors. Reviewed from different perspectives to 
study the theory of exchange rate and summarizes the corresponding methods of 
exchange rate forecasting. Since BP Neural Network has high prediction accuracy for 
forecasting exchange rate, so is employed in this paper. However, BP Neural Network 
as its own shortcomings. In this essay, Simulated Annealing Algorithm was 
introduced, using its global optimization ability to optimize the weights and 
thresholds which trained by BP Neural Network. Experiments results show that after 
introduced Simulated Annealing Algorithm, the prediction accuracy and stability have 
been further improved. 
In addition, this article from another point of view of exchange rate forecasting, 
that is use of Heterogeneous Neural Network to predict exchange rate. Based on 
historical data, the interest rate, quarterly GDP and other economic variables are 
joined. The introduction of appropriate economic variables, there is a corresponding 















forecast exchange rate becomes more convincing. Experiments also show that using 
Heterogeneous Neural Network, the exchange rate prediction accuracy and stability 
has been improved. So both the two methods can further optimize the BP Neural 
Network, thereby enhancing the effect of BP Neural Network’s prediction ability. 
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